
DEPARTMENT OF HUMAN SERVICES, DIVISION OF MEDICAL SERVICES 

SUBJECT:  PACE Rate Setting Methodology SPA (Concerning 20 CAR pt. 570) 

DESCRIPTION:   

Statement of Necessity 

Recent guidance issued to all states by the Centers for Medicare & Medicaid Services 

(CMS) requires a change in rate methodology for reimbursement rates for the Program of 

All-Inclusive Care for the Elderly (PACE). Implementation of the new methodology 

requires a State Plan Amendment to the Arkansas Medicaid State Plan. And the changes 

will now follow a calendar year schedule (Jan.-Dec.) going forward to align the PACE 

rating period with Arkansas’s other Medicaid managed care programs (such as PASSE, 

NET, etc.). 

Summary 

The SPA submission is based on the provided CMS guidance and recommendations of 

the actuaries. The updates to the state plan include the following: 

1. All references to the Upper Payment Limit (UPL) are replaced with “Amount

that Would Otherwise be Paid (AWOP)”;

2. Discussion of Base Data has been aligned with the methodology used in the

draft SFY 26-27 rates study;

3. Removal of references to future trends;

4. Removal of Qualified Medicare Beneficiary only rate category group based on

feedback from CMS and evaluation of actual PACE membership;

5. Removal of the discussion of claims completion factors coming from fourteen

primary subgroupings; and

6. Removal of the section on adjustments as those items are outdated, no longer

considered in the rate setting process, not concurrent with the draft SFY 26-27

rates (based on CMS-64 reporting), or too specific so as not to allow for

flexibility between rate submissions.

PUBLIC COMMENT:  A public hearing was held on this rule on April 29, 2026.  The 

public comment period expired on May 18, 2026.  The agency indicated that it received 

no comments.  

The proposed effective date is September 1, 2026. 

FINANCIAL IMPACT:  The agency indicated that this rule has no financial impact. 

LEGAL AUTHORIZATION:  The Department of Human Services has the 

responsibility to administer assigned forms of public assistance and is specifically 

authorized to maintain an indigent medical care program (Arkansas Medicaid).  See Ark. 

Code Ann. §§ 20-76-201(1), 20-77-107(a)(1).  The Department has the authority to make 

rules that are necessary or desirable to carry out its public assistance duties.  Ark. Code 

Ann. § 20-76-201(12).  The Department and its divisions also have the authority to 
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promulgate rules as necessary to conform their programs to federal law and receive 

federal funding.  Ark. Code Ann. § 25-10-129(b). 



 
 
 
 
 
 

Office of Policy and Rules 
P.O. Box 1437, Slot S295, Little Rock, AR 72203-1437 

P: 501.320.6383 F: 501.404.4619 
 

We Care. We Act. We Change Lives. 
humanservices.arkansas.gov 

 
 
 
 
 
April 17, 2026 
 
 
 
Mrs. Rebecca Miller-Rice 
Administrative Rules Review Section 
Arkansas Legislative Council 
Bureau of Legislative Research 
#1 Capitol, 5th Floor 
Little Rock, AR  72201 
 
 
Dear Mrs. Rebecca Miller-Rice: 
 
Re:  PACE Rate Setting Methodology SPA 
 
Please arrange for this rule to be reviewed by the ALC-Administrative Rules Subcommittee.  If you have 
any questions or need additional information, please contact me at 501-320-6383 or by emailing 
Mac.E.Golden@dhs.arkansas.gov. 
 
Sincerely, 
 
 
 
 
Mac Golden 
Attorney III 
Office of Policy and Rules 
 
Attachments 
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QUESTIONNAIRE FOR FILING PROPOSED RULES WITH 
THE ARKANSAS LEGISLATIVE COUNCIL 

DEPARTMENT______________________________________________________________________ 
BOARD/COMMISSION_______________________________________________________________ 
BOARD/COMMISSION DIRECTOR____________________________________________________ 
CONTACT PERSON__________________________________________________________________ 
ADDRESS___________________________________________________________________________ 
PHONE NO.____________________  EMAIL_____________________________________________ 
NAME OF PRESENTER(S) AT SUBCOMMITTEE MEETING 
_____________________________________________________________________________________ 
PRESENTER EMAIL(S)_______________________________________________________________ 

INSTRUCTIONS 

In order to file a proposed rule for legislative review and approval, please submit this Legislative 
Questionnaire and Financial Impact Statement, and attach (1) a summary of the rule, describing 
what the rule does, the rule changes being proposed, and the reason for those changes; (2) both a 
markup and clean copy of the rule; and (3) all documents required by the Questionnaire. 

If the rule is being filed for permanent promulgation, please email these items to the attention 
of Rebecca Miller-Rice, miller-ricer@blr.arkansas.gov, for submission to the Administrative 
Rules Subcommittee. 

If the rule is being filed for emergency promulgation, please email these items to the attention of 
Director Marty Garrity, garritym@blr.arkansas.gov, for submission to the Executive 
Subcommittee. 

Please answer each question completely using layman terms. 

************************************************************************************* 
1. What is the official title of this rule?

_______________________________________________________________________________

2. What is the subject of the proposed rule?  _____________________________________________

3. Is this rule being filed under the emergency provisions of the Arkansas Administrative Procedure
Act?  Yes         No

If yes, please attach the statement required by Ark. Code Ann. § 25-15-204(c)(1).

If yes, will this emergency rule be promulgated under the permanent provisions of the Arkansas
Administrative Procedure Act?  Yes            No

mailto:miller-ricer@blr.arkansas.gov
mailto:garritym@blr.arkansas.gov
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4.

5.

Is this rule being filed for permanent promulgation?  Yes  No

If yes, was this rule previously reviewed and approved under the emergency provisions of the 
Arkansas Administrative Procedure Act?  Yes        No

If yes, what was the effective date of the emergency rule? ________________________________ 

On what date does the emergency rule expire?_________________________________________ 

NoIs this rule required to comply with a federal statute, rule, or regulation?  Yes 

If yes, please provide the federal statute, rule, and/or regulation citation.     

6. Is this rule required to comply with a state statute or rule?  Yes No

If yes, please provide the state statute and/or rule citation.

8. Is this a new rule?  Yes  No

Does this repeal an existing rule?  Yes  No
If yes, the proposed repeal should be designated by strikethrough.  If it is being replaced with a
new rule, please attach both the proposed rule to be repealed and the replacement rule.

Is this an amendment to an existing rule?  Yes         No
If yes, all changes should be indicated by strikethrough and underline.  In addition, please be
sure to label the markup copy clearly as the markup.

7. Are two (2) rules being repealed in accord with Executive Order 23-02?    Yes     No 

If yes, please list the rules being repealed. 
If no, please explain.
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10. Is the proposed rule the result of any recent legislation by the Arkansas General Assembly?
Yes No

If yes, please provide the year of the act(s) and act number(s).

11. What is the reason for this proposed rule?  Why is it necessary?

9. 
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What is the state law that grants the agency its rulemaking authority for the proposed rule, 
outside of the Arkansas Administrative Procedure Act?  Please provide the specific Arkansas 
Code citation(s), including subsection(s).
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12. Please provide the web address by which the proposed rule can be accessed by the public as
provided in Ark. Code Ann. § 25-19-108(b)(1).

13. Will a public hearing be held on this proposed rule?  Yes        No

If yes, please complete the following:

Date:________________________________________________________________________

Time:________________________________________________________________________

Place:________________________________________________________________________

Please be sure to advise Bureau Staff if this information changes for any reason.

14. On what date does the public comment period expire for the permanent promulgation of the rule?
Please provide the specific date.  ____________________________________________________

15. What is the proposed effective date for this rule?_______________________________________

16. Please attach (1) a copy of the notice required under Ark. Code Ann. § 25-15-204(a)(1) and
(2)proof of the publication of that notice.

17. Please attach proof of filing the rule with the Secretary of State, as required by Ark. Code Ann.
§ 25-15-204(e)(1)(A).

18. Please give the names of persons, groups, or organizations that you anticipate will comment on
these rules.  Please also provide their position (for or against), if known.

19. Is the rule expected to be controversial?  Yes        No 

If yes, please explain.



NOTICE OF RULE MAKING 
 
The Department of Human Services (DHS) announces for a public comment period of thirty (30) calendar 
days a notice of rulemaking for the following proposed rule under one or more of the following chapters, 
subchapters, or sections of the Arkansas Code: §§ 20-76-201, 20-77-102, 20-77-107, and 25-10-129. There is 
no fiscal impact. The anticipated effective date of the rule is July 1, 2026. 
 
Pursuant to guidance from the Centers of Medicare & Medicaid Services (CMS) regarding rate setting 
methodology for the Program of All-Inclusive Care for the Elderly (PACE), the Director of the Division of 
Aging, Adult, and Behavioral Health Services proposes an amendment to the Arkansas Medicaid State Plan 
to be effective January 1, 2026. The State Plan Amendment (SPA) implements new methodology and 
terminology resulting from CMS guidance and actuarial recommendations and removes all outdated 
methodology, terminology, references, and processes. The SPA assures rates and payments consistent with 
the new methodology. The capitation rates will follow a calendar year schedule (Jan-Dec) going forward to 
align the PACE rating period with Arkansas’s other Medicaid managed care programs. 
 
Specifically, the PACE capitation rates are developed from the Amount that Would Otherwise have been Paid 
(AWOP) for a PACE comparable population using adjustments that consider PACE enrollment mix, PACE 
organization financial performance, and any other relevant cost drivers. Historical data is extracted for claims 
and eligibility for a PACE eligible population. The date used in the AWOP and PACE rate calculations is 
limited to recipients aged fifty-five or older eligible for nursing facility level of care or ARChoices Waiver 
level of care. The base year data used is no more than three years prior to the rate year and is trended 
forward using the historical claims and eligibility information extracted for the PACE comparable population. 
The claims data includes all services included in the state plan.  Only claims that were actually paid are 
included in the analysis to create a historical per-member-per-month rate. The data includes both those 
eligible only for Medicaid and those that are eligible for both Medicaid and Medicare. Rates are developed 
for the appropriate rate categories, and all appropriate adjustments are considered. Details of calculations, 
adjustments, historical performance reviews, and cost review leading to the final AWOP and capitation 
rates are found in the SPA. The rates will be rebased and recalculated every two years, and the rebasing 
calculations will be completed for two calendar years (Jan.-Dec.). Separate AWOPs will be submitted 
for each year of the proposed two-year rating period.  
 
The proposed rule is available for review at the Department of Human Services (DHS) Office of Policy and 
Rules, 2nd floor Donaghey Plaza South Building, 7th and Main Streets, P. O. Box 1437, Slot S295, Little 
Rock, Arkansas 72203-1437. You may also access and download the proposed rule at ar.gov/dhs-proposed-
rules. Public comments can be submitted in writing at the above address or at the following email address:  
ORP@dhs.arkansas.gov. All public comments must be received by DHS no later than May 18, 2026. Please 
note that public comments submitted in response to this notice are considered public documents. A public 
comment, including the commenter’s name and any personal information contained within the public 
comment, will be made publicly available and may be seen by various people. 
 
A public hearing will be held online by remote access. Public comments may be submitted at the 
hearing. The details for attending the online public hearing appear at ar.gov/dhspublichearings.   
 
If you need this material in a different format, such as large print, contact the Office of Policy and Rules at 
501-320-6428. The Arkansas Department of Human Services is in compliance with Titles VI and VII of the 
Civil Rights Act and is operated, managed, and delivers services without regard to religion, disability, 
political affiliation, veteran status, age, race, color, or national origin.         4502292178 
 
 
   Jay Hill, Director 
   Division of Aging, Adult and Behavioral Health Services 
 

https://humanservices.arkansas.gov/do-business-with-dhs/proposed-rules/
https://humanservices.arkansas.gov/do-business-with-dhs/proposed-rules/
mailto:ORP@dhs.arkansas.gov
https://humanservices.arkansas.gov/divisions-shared-services/medical-services/proposed-rules/dhs-public-hearings/


CAUTION: External Email

From: Legal Ads
To: Jack Tiner
Cc: Mac Golden; Lakeya Gipson; Elaine Stafford
Subject: Re: Full Run AD (R313)
Date: Wednesday, April 15, 2026 9:46:26 AM
Attachments: image001.png

Scheduled for Sun 4/19, Mon 4/20, and Tues 4/21. Thank you.

Gregg Sterne, Legal Advertising
Arkansas Democrat-Gazette
legalads@arkansasonline.com

From: "Jack Tiner" <jack.tiner@dhs.arkansas.gov>
To: "Legal Ads" <legalads@arkansasonline.com>
Cc: "Mac Golden" <Mac.E.Golden@dhs.arkansas.gov>, "Jack Tiner"
<jack.tiner@dhs.arkansas.gov>, "Lakeya Gipson"
<Lakeya.Gipson@dhs.arkansas.gov>, "Elaine Stafford"
<elaine.stafford@dhs.arkansas.gov>
Sent: Tuesday, April 14, 2026 2:05:27 PM
Subject: Full Run AD (R313)

Please REPLY ALL to this email.

 

Please run the attached public notice in the Arkansas Democrat-Gazette on:

Sunday 04/19/26
Monday 04/20/26
Tuesday 04/21/26

 

I am aware that the print version will only be provided to all counties on Sundays.

 

Invoice to:      AR Dept of Human Services

OPR, ATTN:  Lakeya Gipson

P.O. Box 1437, Slot S295

mailto:legalads@arkansasonline.com
mailto:jack.tiner@dhs.arkansas.gov
mailto:Mac.E.Golden@dhs.arkansas.gov
mailto:Lakeya.Gipson@dhs.arkansas.gov
mailto:elaine.stafford@dhs.arkansas.gov






CAUTION: External Email

From: Mia Mosley
To: Jack Tiner; Arkansas Register
Cc: Mac Golden; Amanda Cox; Lakeya Gipson
Subject: RE: DHS/DAABHS--Proposed Filing--PACE Rate Setting Methodology SPA (R313)
Date: Friday, April 17, 2026 7:56:02 AM
Attachments: image004.png

016.26.26-001P.PDF

The attachment has a received stamp indicating that we have received the rule that was sent to our
office. It will be uploaded on our website within 24 hours.
 
Best regards,
 
Mia’ Mosley
Arkansas Secretary of State
Elections Library Representative
Phone: (501) 682-5070
Email: Mia.Mosley@sos.arkansas.gov

 
 

From: Jack Tiner [mailto:jack.tiner@dhs.arkansas.gov] 
Sent: Friday, April 17, 2026 7:14 AM
To: Arkansas Register <ArkansasRegister@sos.arkansas.gov>
Cc: Mac Golden <Mac.E.Golden@dhs.arkansas.gov>; Jack Tiner <jack.tiner@dhs.arkansas.gov>;
Amanda Cox <Amanda.Cox@dhs.arkansas.gov>; Lakeya Gipson <Lakeya.Gipson@dhs.arkansas.gov>
Subject: DHS/DAABHS--Proposed Filing--PACE Rate Setting Methodology SPA (R313)

 

External Message

Please find attached the proposed filing packet for the rule titled:  PACE Rate Setting
Methodology SPA.
 
Please let me know if you have any questions.  Thank you.
 
 

mailto:Mia.Mosley@sos.arkansas.gov
mailto:jack.tiner@dhs.arkansas.gov
mailto:ArkansasRegister@sos.arkansas.gov
mailto:Mac.E.Golden@dhs.arkansas.gov
mailto:Amanda.Cox@dhs.arkansas.gov
mailto:Lakeya.Gipson@dhs.arkansas.gov
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(B). N/A The following dollar amount: $  


Note: If this amount changes, this item will be revised. 
 


(C) N/A The following formula is used to determine the needs 
allowance: 


 


 
If this amount is different than the amount used for the individual’s maintenance 
allowance under 42 CFR 435.726 or 42 CFR 435.735, explain why you believe that 
this amount is reasonable to meet the individual’s maintenance needs in the 
community: 


 _________________________________________________________ 
 


II. Rates and Payments 
 


A. The State assures CMS that the capitated rates will be less than the cost to the agency of 
providing State plan approved services to an equivalent non-enrolled population group based 
upon the following methodology. Please attach a description of the negotiated rate setting 
methodology and how the State will ensure that rates are less than the amount the state would 
have otherwise paid for a comparable population. 


 
1. X  Rates are set at a percent of the amount that would otherwise been paid for a 


comparable population. 
2.   Experience-based (contractors/State’s cost experience or encounter data) (please 


describe) 
3.   Adjusted Community Rate (please describe) 
4. X  Other (please describe) 


See Pages 37A and 37B for description of the reimbursement rate setting methodology for 
Program of All-Inclusive Care for the Elderly (PACE). 


 
(Move below to page 38) 


B. The State Medicaid Agency assures that the rates were set in a reasonable and 
predictable manner. 


C. The State will submit all capitated rates to CMS for prior approval, and will include the name, 
organizational affiliate of any actuary used, and attestation/description of the capitation rates. 


 
III. Enrollment and Disenrollment 


The State assures that there is a process in place to provide for dissemination of enrollment and 
disenrollment data between the State and the State Administering Agency. The State assures that it 
has developed and will implement procedures for the enrollment and disenrollment of participants 
in the State’s management information system, including procedures for any adjustment to account 
for the difference between the estimated number of participants on which the prospective monthly 
payment was based and the actual number of participants in that month 
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            Revised: January 1, 20162026 
 
 


STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
 


State/Territory:  ARKANSAS 
 


PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 
___________________________________________________________________________________________________________
 
Program of All-Inclusive Care for the Elderly (PACE) Reimbursement Rate Setting Methodology 
 
The PACE capitation rates are developed from the amount that would otherwise have been paid (AWOP) for a PACE comparable 
population using adjustments that consider PACE enrollment mix, PACE organization financial performance, and any other relevant 
cost drivers. Historical data is extracted for claims and eligibility for a PACE eligible population. T h e  data used in the AWOP and 
PACE rate calculations is limited to recipients 55 or older eligible forbased on the Upper Payment Limit methodology.  The 
historical fee-for-service population data is extracted for claims and eligibility for a PACE eligible populations for more than 
one fiscal period.  Data for recipient aged, blind and disabled aid categories for those 55 or greater is used in the UPL and rate 
calculations.  The level of care codes are limited to nursing facility level of care eligible or ARChoices Waiver level of care 
eligible.   
 
The base year data used in the AWOP and rate development is no more than three years prior to the rate year and is trended 
forward using the historical claims and eligibility information extracted for the PACE comparable population. The claims data 
includes all services included in the state plan.  Only claims that were actually paid are included in the analysis to create a 
historical per-member-per-month rate. 
 
The data includes both those that are eligible only for Medicaid and those that are eligible for both Medicaid and Medicare (Dually-
Eligible). Rates are developed for the appropriate rate categories. All appropriate adjustments are considered in the development 
of the rates.The data includes both those that are eligible only for Medicaid and those that are eligible for both Medicaid and 
Medicare.  In addition, this data includes only QMB-Plus and SLMB-Plus populations.  The claims data includes all categories 
of service.  The UPL and base rate information is also inclusive of patient liability.   
 


The AWOP amounts are reduced by a percentage amount to establish the PACE capitation rate. The Percentage (%) 
amount will be based on the anticipated reductions in health care service costs resulting from the managed care PACE 
program. Reductions in costs are primarily realized through a reduction in nursing facility costs relative to the population 
underlying the AWOP development. Historical financial performance for the PACE organizations is reviewed to 
validate the reasonableness of the final capitation rates. 


The AWOPs and capitation rates will be rebased/recalculated every two years and the rebasing calculations will be 
completed for two calendar years (Jan-Dec).Separate AWOPs will be submitted for each year of the proposed two-
year rating period. The rebasing/recalculations will be completed in accordance with the methodology described above 
and consistent with CMS rate-setting guidance. 
 
The base rates are calculated using calendar year base data.  The base year data is trended forward using the historical claims 
and eligibility information extracted for the fee-for-service population.  The recent trend rates are compared to linear 
regression model trend rates to determine comparability, and to determine if any adjustments are necessary.  The trend rates for 
future periods are expected to be consistent with historical rate changes rather than the more recent experience.   
 
The following rate category groupings were developed for Arkansas:  Pre-65 Medicaid Only, Pre-65 Dual Eligible, Post-65, 
and QMB Only.  The UPL for QMB Only is based on actual expenditures for co-payments and deductibles for the base year 
period trended forward for inflation, and adjusted for investment income and administration expense.   Due to the limited size 
population in the post-65 age group that was not Medicare eligible, it was determined that a Medicare eligibility rate for those 
over 65 would not improve predictability.  The data did not reflect a necessity for a rate grouping for either geographic region 







or gender.   
 
Claims completion factors are developed from the fee-for-service paid claims experience with the most recently available paid 
dates.  Claims completion factors were developed for fourteen (14) primary groupings with comparable categories of service 
grouped for improved predictability.  The completion factors were adjusted to exclude low and high outliers for each specific 
lag month. 
 
The following adjustments are necessary in the development of the rates: 
 


 Prescription Drug (PD) Rebate – Reduce PD expenditure data to reflect the rebate received by Arkansas. 
 Investment Income – Reduce expenditure data by 0.2% for all Categories of Services (COS) to reflect an 


average payment lag of 2.49 months. 
 Administration Expense – Increase expenditure data for all COS by 0.3% to reflect the cost of administration 


of the fee-for-service program.    
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURJTY ACT 


Statefferritory: ARKANSAS 


PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 
 


 
• Co-payments for Medicaid services - Increase the expenditures to reflect co-payment amounts. 
• PCCM Fees - Decrease the base expenditures to exclude the PCCM fees. 
•  Non-emergency Transportation - Currently under waiver, Arkansas contracts for non-emergency 


transportation services for all Medicaid recipients eligible for the benefit (nursing facility residents are 
not eligible). A composite rate is developed with adjustments to reflect the PACE population morbidity. 


The UPL amounts are reduced by a percentage amount to establish the PACE capitation rate. The Percentage(%) 
amount will be based on the anticipated reductions in health care service costs due to the implementation of the 
managed care PACE program. Reductions in costs are anticipated to be realized through a reduction in nursing facility 
and in-patient hospital costs. 


 
The Upper Payment Limits (UPLs) will be rebased/recalculated every two years and the rebasing calculations will be 
completed for two State Fiscal Years (SFYs). Since the first UPLs and rates were calculated for SFYs 2005 and 2006, 
the first rebasing process will be completed for SFYs 2007 and 2008, which begin July 1, 2006 and July 1, 2007, 
respectively. The rebasing/recalculations will be completed in accordance with the methodology described above. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
SUPERSEDES  NONEꞏ NEW PAGE 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
 


ARKANSAS 
 


PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 
 


 


 
II.         Rates and Payments (continued) 


 
B.  The State Medicaid Agency assures that the rates were set in a reasonable and 


predictable manner. 


C.  The State will submit all capitated rates to the CMS Regional Office for prior 
approval, and will include the name, organizational affiliate of any actuary 
used, and attestation/description of the capitation rates. 


 
III. Enrollment and Disenrollment 


The State assures that there is a process in place to provide for dissemination of 
enrollment and disenrollment data between the State and the State Administering 
Agency. The State assures that it has developed and will implement procedures for 
the enrollment and disenrollment of participants in the State’s management 
information system, including procedures for any adjustment to account for the 
difference between the estimated number of participants on which the prospective 
monthly payment was based and the actual number of participants in that month. 
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FINANCIAL IMPACT STATEMENT 


PLEASE ANSWER ALL QUESTIONS COMPLETELY. 


DEPARTMENT______________________________________________________________________ 
BOARD/COMMISSION_______________________________________________________________ 
PERSON COMPLETING THIS STATEMENT____________________________________________ 
TELEPHONE NO._______________ EMAIL _____________________________________________ 


To comply with Ark. Code Ann. § 25-15-204(e), please complete the Financial Impact Statement and 
email it with the questionnaire, summary, markup and clean copy of the rule, and other documents.  
Please attach additional pages, if necessary. 


TITLE OF THIS RULE________________________________________________________________ 


1. Does this proposed, amended, or repealed rule have a financial impact?
Yes       No


2. Is the rule based on the best reasonably obtainable scientific, technical, economic, or other
evidence and information available concerning the need for, consequences of, and alternatives to
the rule?
Yes            No


3. In consideration of the alternatives to this rule, was this rule determined by the agency to be the
least costly rule considered?  Yes        No


If no, please explain:


(a) how the additional benefits of the more costly rule justify its additional cost;


(b) the reason for adoption of the more costly rule;


(c) whether the reason for adoption of the more costly rule is based on the interests of public
health, safety, or welfare, and if so, how; and


(d) whether the reason for adoption of the more costly rule is within the scope of the agency’s
statutory authority, and if so, how.


4. If the purpose of this rule is to implement a federal rule or regulation, please state the following:


(a) What is the cost to implement the federal rule or regulation?
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Current Fiscal Year Next Fiscal Year 


General Revenue_________________ General Revenue________________  
Federal Funds___________________ Federal Funds___________________ 
Cash Funds_____________________ Cash Funds_____________________ 
Special Revenue_________________ Special Revenue_________________ 
Other (Identify)__________________ Other (Identify)__________________ 


Total__________________________ Total__________________________ 


(b) What is the additional cost of the state rule?


Current Fiscal Year Next Fiscal Year 


General Revenue_________________ General Revenue________________  
Federal Funds___________________ Federal Funds___________________ 
Cash Funds_____________________ Cash Funds_____________________ 
Special Revenue_________________ Special Revenue_________________ 
Other (Identify)__________________ Other (Identify)__________________ 


Total__________________________ Total__________________________ 


5. What is the total estimated cost by fiscal year to any private individual, private entity, or private
business subject to the proposed, amended, or repealed rule?  Please identify those subject to the
rule, and explain how they are affected.
Current Fiscal Year    Next Fiscal Year
$__________________ $_________________


6. What is the total estimated cost by fiscal year to a state, county, or municipal government to
implement this rule?  Is this the cost of the program or grant?  Please explain how the government
is affected.
Current Fiscal Year        Next Fiscal Year
$__________________      $__________________
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7. With respect to the agency’s answers to Questions #5 and #6 above, is there a new or increased
cost or obligation of at least one hundred thousand dollars ($100,000) per year to a private
individual, private entity, private business, state government, county government, municipal
government, or to two (2) or more of those entities combined?


Yes          No


If yes, the agency is required by Ark. Code Ann. § 25-15-204(e)(4) to file written findings at the
time of filing the financial impact statement.  The written findings shall be filed simultaneously
with the financial impact statement and shall include, without limitation, the following:


(1) a statement of the rule’s basis and purpose;


(2) the problem the agency seeks to address with the proposed rule, including a statement of
whether a rule is required by statute;


(3) a description of the factual evidence that:
(a) justifies the agency’s need for the proposed rule; and
(b) describes how the benefits of the rule meet the relevant statutory objectives and justify
the rule’s costs;


(4) a list of less costly alternatives to the proposed rule and the reasons why the alternatives do not
adequately address the problem to be solved by the proposed rule;


(5) a list of alternatives to the proposed rule that were suggested as a result of public comment and
the reasons why the alternatives do not adequately address the problem to be solved by the
proposed rule;


(6) a statement of whether existing rules have created or contributed to the problem the agency
seeks to address with the proposed rule and, if existing rules have created or contributed to the
problem, an explanation of why amendment or repeal of the rule creating or contributing to the
problem is not a sufficient response; and


(7) an agency plan for review of the rule no less than every ten (10) years to determine whether,
based upon the evidence, there remains a need for the rule including, without limitation, whether:


(a) the rule is achieving the statutory objectives;
(b) the benefits of the rule continue to justify its costs; and
(c) the rule can be amended or repealed to reduce costs while continuing to achieve the
statutory objectives.
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Statement of Necessity and Rule Summary 


PACE Rate Setting Methodology SPA 
  
 
Statement of Necessity  
 
Recent guidance issued to all states by the Centers for Medicare & Medicaid Services (CMS) 
requires a change in rate methodology for reimbursement rates for the Program of All-Inclusive 
Care for the Elderly (PACE). Implementation of the new methodology requires a State Plan 
Amendment to the Arkansas Medicaid State Plan. And the changes will now follow a calendar 
year schedule (Jan.-Dec.) going forward to align the PACE rating period with Arkansas’s other 
Medicaid managed care programs (such as PASSE, NET, etc.). 
 
 
Summary  
 
The SPA submission is based on the provided CMS guidance and recommendations of the 
actuaries. The updates to the state plan include the following: 
 


1. All references to the Upper Payment Limit (UPL) are replaced with “Amount that Would 
Otherwise be Paid (AWOP); 


2. Discussion of Base Data has been aligned with the methodology used in the draft SFY 
26-27 rates study; 


3. Removal of references to future trends; 
4. Removal of Qualified Medicare Beneficiary only rate category group based on feedback 


from CMS and evaluation of actual PACE membership; 
5. Removal of the discussion of claims completion factors coming from fourteen primary 


subgroupings; and 
6. Removal of the section on adjustments as those items are outdated, no longer considered 


in the rate setting process, not concurrent with the draft SFY 26-27 rates (based on CMS-
64 reporting), or too specific so as not to allow for flexibility between rate submissions. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







NOTICE OF RULE MAKING 
 
The Department of Human Services (DHS) announces for a public comment period of thirty (30) calendar 
days a notice of rulemaking for the following proposed rule under one or more of the following chapters, 
subchapters, or sections of the Arkansas Code: §§ 20-76-201, 20-77-102, 20-77-107, and 25-10-129. There is 
no fiscal impact. The anticipated effective date of the rule is July 1, 2026. 
 
Pursuant to guidance from the Centers of Medicare & Medicaid Services (CMS) regarding rate setting 
methodology for the Program of All-Inclusive Care for the Elderly (PACE), the Director of the Division of 
Aging, Adult, and Behavioral Health Services proposes an amendment to the Arkansas Medicaid State Plan 
to be effective January 1, 2026. The State Plan Amendment (SPA) implements new methodology and 
terminology resulting from CMS guidance and actuarial recommendations and removes all outdated 
methodology, terminology, references, and processes. The SPA assures rates and payments consistent with 
the new methodology. The capitation rates will follow a calendar year schedule (Jan-Dec) going forward to 
align the PACE rating period with Arkansas’s other Medicaid managed care programs. 
 
Specifically, the PACE capitation rates are developed from the Amount that Would Otherwise have been Paid 
(AWOP) for a PACE comparable population using adjustments that consider PACE enrollment mix, PACE 
organization financial performance, and any other relevant cost drivers. Historical data is extracted for claims 
and eligibility for a PACE eligible population. The date used in the AWOP and PACE rate calculations is 
limited to recipients aged fifty-five or older eligible for nursing facility level of care or ARChoices Waiver 
level of care. The base year data used is no more than three years prior to the rate year and is trended 
forward using the historical claims and eligibility information extracted for the PACE comparable population. 
The claims data includes all services included in the state plan.  Only claims that were actually paid are 
included in the analysis to create a historical per-member-per-month rate. The data includes both those 
eligible only for Medicaid and those that are eligible for both Medicaid and Medicare. Rates are developed 
for the appropriate rate categories, and all appropriate adjustments are considered. Details of calculations, 
adjustments, historical performance reviews, and cost review leading to the final AWOP and capitation 
rates are found in the SPA. The rates will be rebased and recalculated every two years, and the rebasing 
calculations will be completed for two calendar years (Jan.-Dec.). Separate AWOPs will be submitted 
for each year of the proposed two-year rating period.  
 
The proposed rule is available for review at the Department of Human Services (DHS) Office of Policy and 
Rules, 2nd floor Donaghey Plaza South Building, 7th and Main Streets, P. O. Box 1437, Slot S295, Little 
Rock, Arkansas 72203-1437. You may also access and download the proposed rule at ar.gov/dhs-proposed-
rules. Public comments can be submitted in writing at the above address or at the following email address:  
ORP@dhs.arkansas.gov. All public comments must be received by DHS no later than May 18, 2026. Please 
note that public comments submitted in response to this notice are considered public documents. A public 
comment, including the commenter’s name and any personal information contained within the public 
comment, will be made publicly available and may be seen by various people. 
 
A public hearing will be held online by remote access. Public comments may be submitted at the 
hearing. The details for attending the online public hearing appear at ar.gov/dhspublichearings.   
 
If you need this material in a different format, such as large print, contact the Office of Policy and Rules at 
501-320-6428. The Arkansas Department of Human Services is in compliance with Titles VI and VII of the 
Civil Rights Act and is operated, managed, and delivers services without regard to religion, disability, 
political affiliation, veteran status, age, race, color, or national origin.         4502292178 
 
 
   Jay Hill, Director 
   Division of Aging, Adult and Behavioral Health Services 
 



https://humanservices.arkansas.gov/do-business-with-dhs/proposed-rules/

https://humanservices.arkansas.gov/do-business-with-dhs/proposed-rules/

mailto:ORP@dhs.arkansas.gov

https://humanservices.arkansas.gov/divisions-shared-services/medical-services/proposed-rules/dhs-public-hearings/
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FINANCIAL IMPACT STATEMENT 

PLEASE ANSWER ALL QUESTIONS COMPLETELY. 

DEPARTMENT______________________________________________________________________ 
BOARD/COMMISSION_______________________________________________________________ 
PERSON COMPLETING THIS STATEMENT____________________________________________ 
TELEPHONE NO._______________ EMAIL _____________________________________________ 

To comply with Ark. Code Ann. § 25-15-204(e), please complete the Financial Impact Statement and 
email it with the questionnaire, summary, markup and clean copy of the rule, and other documents.  
Please attach additional pages, if necessary. 

TITLE OF THIS RULE________________________________________________________________ 

1. Does this proposed, amended, or repealed rule have a financial impact?
Yes       No

2. Is the rule based on the best reasonably obtainable scientific, technical, economic, or other
evidence and information available concerning the need for, consequences of, and alternatives to
the rule?
Yes            No

3. In consideration of the alternatives to this rule, was this rule determined by the agency to be the
least costly rule considered?  Yes        No

If no, please explain:

(a) how the additional benefits of the more costly rule justify its additional cost;

(b) the reason for adoption of the more costly rule;

(c) whether the reason for adoption of the more costly rule is based on the interests of public
health, safety, or welfare, and if so, how; and

(d) whether the reason for adoption of the more costly rule is within the scope of the agency’s
statutory authority, and if so, how.

4. If the purpose of this rule is to implement a federal rule or regulation, please state the following:

(a) What is the cost to implement the federal rule or regulation?
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Current Fiscal Year Next Fiscal Year 

General Revenue_________________ General Revenue________________  
Federal Funds___________________ Federal Funds___________________ 
Cash Funds_____________________ Cash Funds_____________________ 
Special Revenue_________________ Special Revenue_________________ 
Other (Identify)__________________ Other (Identify)__________________ 

Total__________________________ Total__________________________ 

(b) What is the additional cost of the state rule?

Current Fiscal Year Next Fiscal Year 

General Revenue_________________ General Revenue________________  
Federal Funds___________________ Federal Funds___________________ 
Cash Funds_____________________ Cash Funds_____________________ 
Special Revenue_________________ Special Revenue_________________ 
Other (Identify)__________________ Other (Identify)__________________ 

Total__________________________ Total__________________________ 

5. What is the total estimated cost by fiscal year to any private individual, private entity, or private
business subject to the proposed, amended, or repealed rule?  Please identify those subject to the
rule, and explain how they are affected.
Current Fiscal Year    Next Fiscal Year
$__________________ $_________________

6. What is the total estimated cost by fiscal year to a state, county, or municipal government to
implement this rule?  Is this the cost of the program or grant?  Please explain how the government
is affected.
Current Fiscal Year        Next Fiscal Year
$__________________      $__________________
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7. With respect to the agency’s answers to Questions #5 and #6 above, is there a new or increased
cost or obligation of at least one hundred thousand dollars ($100,000) per year to a private
individual, private entity, private business, state government, county government, municipal
government, or to two (2) or more of those entities combined?

Yes          No

If yes, the agency is required by Ark. Code Ann. § 25-15-204(e)(4) to file written findings at the
time of filing the financial impact statement.  The written findings shall be filed simultaneously
with the financial impact statement and shall include, without limitation, the following:

(1) a statement of the rule’s basis and purpose;

(2) the problem the agency seeks to address with the proposed rule, including a statement of
whether a rule is required by statute;

(3) a description of the factual evidence that:
(a) justifies the agency’s need for the proposed rule; and
(b) describes how the benefits of the rule meet the relevant statutory objectives and justify
the rule’s costs;

(4) a list of less costly alternatives to the proposed rule and the reasons why the alternatives do not
adequately address the problem to be solved by the proposed rule;

(5) a list of alternatives to the proposed rule that were suggested as a result of public comment and
the reasons why the alternatives do not adequately address the problem to be solved by the
proposed rule;

(6) a statement of whether existing rules have created or contributed to the problem the agency
seeks to address with the proposed rule and, if existing rules have created or contributed to the
problem, an explanation of why amendment or repeal of the rule creating or contributing to the
problem is not a sufficient response; and

(7) an agency plan for review of the rule no less than every ten (10) years to determine whether,
based upon the evidence, there remains a need for the rule including, without limitation, whether:

(a) the rule is achieving the statutory objectives;
(b) the benefits of the rule continue to justify its costs; and
(c) the rule can be amended or repealed to reduce costs while continuing to achieve the
statutory objectives.
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Statement of Necessity and Rule Summary 

PACE Rate Setting Methodology SPA 
  
 
Statement of Necessity  
 
Recent guidance issued to all states by the Centers for Medicare & Medicaid Services (CMS) 
requires a change in rate methodology for reimbursement rates for the Program of All-Inclusive 
Care for the Elderly (PACE). Implementation of the new methodology requires a State Plan 
Amendment to the Arkansas Medicaid State Plan. And the changes will now follow a calendar 
year schedule (Jan.-Dec.) going forward to align the PACE rating period with Arkansas’s other 
Medicaid managed care programs (such as PASSE, NET, etc.). 
 
 
Summary  
 
The SPA submission is based on the provided CMS guidance and recommendations of the 
actuaries. The updates to the state plan include the following: 
 

1. All references to the Upper Payment Limit (UPL) are replaced with “Amount that Would 
Otherwise be Paid (AWOP); 

2. Discussion of Base Data has been aligned with the methodology used in the draft SFY 
26-27 rates study; 

3. Removal of references to future trends; 
4. Removal of Qualified Medicare Beneficiary only rate category group based on feedback 

from CMS and evaluation of actual PACE membership; 
5. Removal of the discussion of claims completion factors coming from fourteen primary 

subgroupings; and 
6. Removal of the section on adjustments as those items are outdated, no longer considered 

in the rate setting process, not concurrent with the draft SFY 26-27 rates (based on CMS-
64 reporting), or too specific so as not to allow for flexibility between rate submissions. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
601 E. 12th St., Room 355 
Kansas City, Missouri 64106 
 

Medicaid and CHIP Operations Group 

 
July 13, 2026 
 
 
Elizabeth Pitman, Director 
Division of Medical Services 
P.O. Box 1437 
Slot S401 
Little Rock, AR 72203-1437 
 
RE:  Arkansas PACE SPA ID# 26-0008  
 
Dear Director Pitman: 
 
The Centers for Medicare & Medicaid Services (CMS) completed the review of Arkansas’ State 
Plan Amendment (SPA) Transmittal Number AR 26-0008, submitted on April 14, 2026. The 
purpose of this SPA is to update the rate methodology for PACE services. 
 
We conducted our review of your submittal according to statutory requirements in Title XIX of 
the Social Security Act and the implementing regulations. This letter is to inform you that 
Arkansas’ Medicaid SPA 26-0008 is approved with an effective date of April 1, 2026. 
 
If you have any questions concerning this information, please contact me at (410) 786-7561. You 
may also contact Lynn Ward at lynn.ward@cms.hhs.gov or (214)767-6327. 
 
      Sincerely, 
 
 
 
      George P. Failla, Jr., Director 

Division of HCBS Operations & Oversight 
 

Enclosures 
 
cc: Mac Golden, AR DHS 

Jay Hill, AR DHS 
Melissa Weatherton, AR DHS 
Angela Cimino, CMS DHPC 
Cynthia Nanes, CMS DHCBSO 
Wendy Hill-Petras, CMS DHCBSO 
Matthew Weaver, CMS DLTSS 
Lee Herko, CMS DPO 

x-apple-data-detectors://2/0
x-apple-data-detectors://2/0
mailto:lynn.ward@cms.hhs.gov


July 13, 2026

April 1, 2026
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

TN: 26-0008 Approved: Effective: 04/01/2026 
Supersedes TN:AR-04-0001 

(B). N/A The following dollar amount: $ 
Note: If this amount changes, this item will be revised. 

(C) N/A The following formula is used to determine the needs
allowance: 

If this amount is different than the amount used for the individual’s maintenance 
allowance under 42 CFR 435.726 or 42 CFR 435.735, explain why you believe that 
this amount is reasonable to meet the individual’s maintenance needs in the 
community: 

_________________________________________________________

II. Rates and Payments

A. The State assures CMS that the capitated rates will be less than the cost to the agency of
providing State plan approved services to an equivalent non-enrolled population group based
upon the following methodology. Please attach a description of the negotiated rate setting
methodology and how the State will ensure that rates are less than the amount the state would
have otherwise paid for a comparable population.

1. Rates are set at a percent of the amount that would have otherwise been paid for a
comparable population.

2. Experience-based (contractors/State’s cost experience or encounter data) (please
describe)

3. Adjusted Community Rate (please describe)
4. X Other (please describe)

See Page 37A for description of the rate setting methodology for Program of All-Inclusive Care
for the Elderly (PACE).

7/13/2026
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TN: 26-0008 Approved: Effective: 04/01/2026 
Supersedes TN:AR-15-0007 

                STATE PLAN UNDER TITLE XIX OF THE SOCIAL 
SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

Program of All-Inclusive Care for the Elderly (PACE)  

The Arkansas PACE amount that would otherwise have been paid (AWOP) for a PACE-comparable 
population and capitation rate amounts are developed for Medicaid Only and Dual Eligible 
populations and may be further stratified by additional factors as appropriate. The state uses the most 
recent available Medicaid - claims and eligibility data for a comparable population. T h e  data used in the 
AWOP and PACE rate calculations is limited to recipients 55 or older who are eligible for nursing facility level 
of care or ARChoices Waiver level of care, and who are eligible for PACE but not enrolled in the 
program.  

The base year data used in the AWOP and rate development is no more than three years prior to the rate 
year and is trended forward using the historical claims and eligibility information extracted for the PACE-
comparable population. The claims data includes all services included in the state plan.  Only claims that 
were actually paid are included in the analysis to create a historical per-member-per-month rate. 

Base data, including Medicaid claims and eligibility data, are summarized by rate cell and category of 
service. Adjustments are then applied to project the base period data to the rating period and to reflect 
expected future costs. These adjustments include, but are not limited to, completion factors for incurred 
but not reported claims, removal of pharmacy rebates, fee schedule changes, and trend assumptions to 
account for changes in utilization, service mix, and unit costs. An adjustment is also applied to 
reflect state administrative expenses.  

The projected AWOP reflects the expected costs of the comparable population for the rating period and 
is developed on a per member per month basis for each rate cell. 

Rates are developed for the appropriate rate categories. All appropriate adjustments are considered in the 
development of the rates. 

In setting the PACE capitation rates, a managed care adjustment is applied to reduce the AWOP 
amounts by a percentage established by the state which reflects anticipated reductions in health care 
service costs resulting from the reduction in nursing facility services and increase in non-institutional 
care for PACE enrollees relative to the population underlying the AWOP development.  

The percentage is determined by evaluating per member per month (PMPM) cost using the base 
data adjusted for the actual mix of PACE participants residing in the community, and dampening based 
on expected acuity for PACE vs. non-PACE home and community-based services. Historical financial 
performance for the PACE organizations is reviewed to validate the reasonableness of the final 
capitation rates. 

The AWOPs and capitation rates will be rebased/recalculated every two years and the rebasing 
calculations will be completed for two calendar years (Jan-Dec). Separate AWOPs will be submitted 
for each year of the proposed two-year rating period. The rebasing/recalculations will be completed 
in accordance with the methodology described above and consistent with CMS rate-setting guidance. 

7/13/2026
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

TN: 26-0008 Approved: 4/01/2026 
Supersedes TN:  AR-04-0001  

II. Rates and Payments (continued)

B. The State Medicaid Agency assures that the rates were set in a reasonable and
predictable manner.

C. The State will submit all capitated rates to CMS for prior approval, and will
include the name, organizational affiliate of any actuary used, and
attestation/description of the capitation rates.

III. Enrollment and Disenrollment
The State assures that there is a process in place to provide for dissemination of
enrollment and disenrollment data between the State and the State Administering
Agency. The State assures that it has developed and will implement procedures for
the enrollment and disenrollment of participants in the State’s management
information system, including procedures for any adjustment to account for the
difference between the estimated number of participants on which the prospective
monthly payment was based and the actual number of participants in that month.

7/13/2026



SUPPLEMENT 3 TO ATTACHMENT 3.1 A 

PAGE 37 

REVISED JULY APRIL 1, 20246 

  

 

 

(B). N/A The following dollar amount: $  

Note: If this amount changes, this item will be revised. 

 

(C) N/A The following formula is used to determine the needs 

allowance: 
 

 

If this amount is different than the amount used for the individual’s maintenance 

allowance under 42 CFR 435.726 or 42 CFR 435.735, explain why you believe that 

this amount is reasonable to meet the individual’s maintenance needs in the 

community: 
 _________________________________________________________ 

 

II. Rates and Payments 

 

A. The State assures CMS that the capitated rates will be less than the cost to the agency of 

providing State plan approved services to an equivalent non-enrolled population group based 

upon the following methodology. Please attach a description of the negotiated rate setting 

methodology and how the State will ensure that rates are less than the amount the state would 

have otherwise paid for a comparable population. 

 

1. X  Rates are set at a percent of the amount that would have otherwise been paid for a 

comparable population. 

2.   Experience-based (contractors/State’s cost experience or encounter data) (please 

describe) 

3.   Adjusted Community Rate (please describe) 

4. X  Other (please describe) 
See Pages 37A and 37B for description of the reimbursement rate setting methodology for 

Program of All-Inclusive Care for the Elderly (PACE). 
 

(Move below to page 38) 

B. The State Medicaid Agency assures that the rates were set in a reasonable and 

predictable manner. 

C. The State will submit all capitated rates to CMS for prior approval, and will include the name, 

organizational affiliate of any actuary used, and attestation/description of the capitation rates. 

 

III. Enrollment and Disenrollment 

The State assures that there is a process in place to provide for dissemination of enrollment and 

disenrollment data between the State and the State Administering Agency. The State assures that it 

has developed and will implement procedures for the enrollment and disenrollment of participants 

in the State’s management information system, including procedures for any adjustment to account 

for the difference between the estimated number of participants on which the prospective monthly 

payment was based and the actual number of participants in that month 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
 

State/Territory:  ARKANSAS 
 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

___________________________________________________________________________________________________________ 
 

Program of All-Inclusive Care for the Elderly (PACE) Reimbursement Methodology 

 

The Arkansas PACE amount that would otherwise have been paid (AWOP) for a PACE comparable population and capitation 

rate amounts are developed for Medicaid Only and Dual Eligible populations, and may be further stratified by additional 

factors as appropriate. The state uses the most recent available Medicaid claims and eligibility data for a comparable population. 

T h e  data used in the AWOP and PACE rate calculations is limited to recipients 55 or older who are eligible forbased on the Upper 

Payment Limit methodology.  The historical fee-for-service population data is extracted for claims and eligibility for a PACE 

eligible populations for more than one fiscal period.  Data for recipient aged, blind and disabled aid categories for those 55 or 

greater is used in the UPL and rate calculations.  The level of care codes are limited to nursing facility level of care eligible or 

ARChoices Waiver level of care, and who are eligible for PACE but not enrolled in the program.   

 

The base year data used in the AWOP and rate development is no more than three years prior to the rate year and is trended 

forward using the historical claims and eligibility information extracted for the PACE-comparable population. The claims data 

includes all services included in the state plan.  Only claims that were actually paid are included in the analysis to create a 

historical per-member-per-month rate. 

 

Base data, including Medicaid claims and eligibility data, are summarized by rate cell and category of service.  Adjustments are 

then applied to project the base period data to the rating period and to reflect expected future costs.  These adjustments include, but are not 

limited to, completion factors for incurred but not reported claims, removal of pharmacy rebates, fee schedule changes, and trend 

assumptions to account for changes in utilization, service mix, and unit costs.  An adjustment is also applied to reflect to reflect state 

administrative expenses.   

 

The projected AWOP reflects the expected costs of the comparable population for the rating period and is developed on a per member per 

month basis for each rate cell. 

 

Rates are developed for the appropriate rate categories. All appropriate adjustments are considered in the development of the 

rates.The data includes both those that are eligible only for Medicaid and those that are eligible for both Medicaid and 

Medicare.  In addition, this data includes only QMB-Plus and SLMB-Plus populations.  The claims data includes all categories 

of service.  The UPL and base rate information is also inclusive of patient liability.   

 

In setting the PACE capitation rates, a managed care adjustment is applied to reduce the AWOP amounts by a 
percentage established by the state which reflects anticipated reductions in health care service costs resulting from the 
reduction in nursing facility services  and increase in non-institutional care for PACE enrollees relative to the population 
underlying the AWOP development.  

The percentage is determined by evaluating per member per month (PMPM) cost using the base data adjusted for the 
actual mix of PACE participants residing in the community, and dampening based on expected acuity for PACE vs. 
non-PACE home and community-based services.  Historical financial performance for the PACE organizations is 
reviewed to validate the reasonableness of the final capitation rates.  



 

 

The AWOPs and capitation rates will be rebased/recalculated every two years and the rebasing calculations will be 

completed for two calendar years (Jan-Dec). Separate AWOPs will be submitted for each year of the proposed two-
year rating period. The rebasing/recalculations will be completed in accordance with the methodology described above 
and consistent with CMS rate-setting guidance. 
 

The base rates are calculated using calendar year base data.  The base year data is trended forward using the historical claims 

and eligibility information extracted for the fee-for-service population.  The recent trend rates are compared to linear 

regression model trend rates to determine comparability, and to determine if any adjustments are necessary.  The trend rates for 

future periods are expected to be consistent with historical rate changes rather than the more recent experience.   
 

The following rate category groupings were developed for Arkansas:  Pre-65 Medicaid Only, Pre-65 Dual Eligible, Post-65, 

and QMB Only.  The UPL for QMB Only is based on actual expenditures for co-payments and deductibles for the base year 

period trended forward for inflation, and adjusted for investment income and administration expense.   Due to the limited size 

population in the post-65 age group that was not Medicare eligible, it was determined that a Medicare eligibility rate for those 

over 65 would not improve predictability.  The data did not reflect a necessity for a rate grouping for either geographic region 

or gender.   

 

Claims completion factors are developed from the fee-for-service paid claims experience with the most recently available paid 

dates.  Claims completion factors were developed for fourteen (14) primary groupings with comparable categories of service 

grouped for improved predictability.  The completion factors were adjusted to exclude low and high outliers for each specific 

lag month. 

 

The following adjustments are necessary in the development of the rates: 

 

• Prescription Drug (PD) Rebate – Reduce PD expenditure data to reflect the rebate received by Arkansas. 

• Investment Income – Reduce expenditure data by 0.2% for all Categories of Services (COS) to reflect an 

average payment lag of 2.49 months. 

• Administration Expense – Increase expenditure data for all COS by 0.3% to reflect the cost of administration 

of the fee-for-service program.    
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Statefferritory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

• Co-payments for Medicaid services - Increase the expenditures to reflect co-payment amounts.
• PCCM Fees - Decrease the base expenditures to exclude the PCCM fees.
•  Non-emergency Transportation - Currently under waiver, Arkansas contracts for non-emergency

transportation services for all Medicaid recipients eligible for the benefit (nursing facility residents are
not eligible). A composite rate is developed with adjustments to reflect the PACE population morbidity.

The UPL amounts are reduced by a percentage amount to establish the PACE capitation rate. The Percentage(%) 
amount will be based on the anticipated reductions in health care service costs due to the implementation of the 
managed care PACE program. Reductions in costs are anticipated to be realized through a reduction in nursing facility 
and in-patient hospital costs. 

The Upper Payment Limits (UPLs) will be rebased/recalculated every two years and the rebasing calculations will be 
completed for two State Fiscal Years (SFYs). Since the first UPLs and rates were calculated for SFYs 2005 and 2006, 
the first rebasing process will be completed for SFYs 2007 and 2008, which begin July 1, 2006 and July 1, 2007, 
respectively. The rebasing/recalculations will be completed in accordance with the methodology described above. 

SUPERSEDES  NONEꞏ NEW PAGE 
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II. Rates and Payments (continued)

B. The State Medicaid Agency assures that the rates were set in a reasonable and
predictable manner. 

C. The State will submit all capitated rates to the CMS Regional Office for prior
approval, and will include the name, organizational affiliate of any actuary
used, and attestation/description of the capitation rates.

III. Enrollment and Disenrollment

The State assures that there is a process in place to provide for dissemination of
enrollment and disenrollment data between the State and the State Administering
Agency. The State assures that it has developed and will implement procedures for
the enrollment and disenrollment of participants in the State’s management
information system, including procedures for any adjustment to account for the
difference between the estimated number of participants on which the prospective
monthly payment was based and the actual number of participants in that month.
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(B). N/A The following dollar amount: $  

Note: If this amount changes, this item will be revised. 
 

(C) N/A The following formula is used to determine the needs 
allowance: 

 

 
If this amount is different than the amount used for the individual’s maintenance 
allowance under 42 CFR 435.726 or 42 CFR 435.735, explain why you believe that 
this amount is reasonable to meet the individual’s maintenance needs in the 
community: 

 _________________________________________________________ 
 

II. Rates and Payments 
 

A. The State assures CMS that the capitated rates will be less than the cost to the agency of 
providing State plan approved services to an equivalent non-enrolled population group based 
upon the following methodology. Please attach a description of the negotiated rate setting 
methodology and how the State will ensure that rates are less than the amount the state would 
have otherwise paid for a comparable population. 

 
1.   Rates are set at a percent of the amount that would have otherwise been paid for a 

comparable population. 
2.   Experience-based (contractors/State’s cost experience or encounter data) (please 

describe) 
3.   Adjusted Community Rate (please describe) 
4. X  Other (please describe) 

See Page 37A for description of the rate setting methodology for Program of All-Inclusive Care 
for the Elderly (PACE). 
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TN: 26-0008 Approved: Effective: 04/01/2026 
Supersedes TN:AR-15-0007 
 

                STATE PLAN UNDER TITLE XIX OF THE SOCIAL 
SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 
 
Program of All-Inclusive Care for the Elderly (PACE)  

 
The Arkansas PACE amount that would otherwise have been paid (AWOP) for a PACE-comparable 
population and capitation rate amounts are developed for Medicaid Only and Dual Eligible 
populations and may be further stratified by additional factors as appropriate. The state uses the most 
recent available Medicaid - claims and eligibility data for a comparable population. T h e  data used in the 
AWOP and PACE rate calculations is limited to recipients 55 or older who are eligible for nursing facility level 
of care or ARChoices Waiver level of care, and who are eligible for PACE but not enrolled in the 
program.  
 
The base year data used in the AWOP and rate development is no more than three years prior to the rate 
year and is trended forward using the historical claims and eligibility information extracted for the PACE-
comparable population. The claims data includes all services included in the state plan.  Only claims that 
were actually paid are included in the analysis to create a historical per-member-per-month rate. 
 
Base data, including Medicaid claims and eligibility data, are summarized by rate cell and category of 
service. Adjustments are then applied to project the base period data to the rating period and to reflect 
expected future costs. These adjustments include, but are not limited to, completion factors for incurred 
but not reported claims, removal of pharmacy rebates, fee schedule changes, and trend assumptions to 
account for changes in utilization, service mix, and unit costs. An adjustment is also applied to 
reflect state administrative expenses.   
 
The projected AWOP reflects the expected costs of the comparable population for the rating period and 
is developed on a per member per month basis for each rate cell. 
   
Rates are developed for the appropriate rate categories. All appropriate adjustments are considered in the 
development of the rates. 
 
In setting the PACE capitation rates, a managed care adjustment is applied to reduce the AWOP 
amounts by a percentage established by the state which reflects anticipated reductions in health care 
service costs resulting from the reduction in nursing facility services and increase in non-institutional 
care for PACE enrollees relative to the population underlying the AWOP development.  
 
The percentage is determined by evaluating per member per month (PMPM) cost using the base 
data adjusted for the actual mix of PACE participants residing in the community, and dampening based 
on expected acuity for PACE vs. non-PACE home and community-based services. Historical financial 
performance for the PACE organizations is reviewed to validate the reasonableness of the final 
capitation rates. 

 
The AWOPs and capitation rates will be rebased/recalculated every two years and the rebasing 
calculations will be completed for two calendar years (Jan-Dec). Separate AWOPs will be submitted 
for each year of the proposed two-year rating period. The rebasing/recalculations will be completed 
in accordance with the methodology described above and consistent with CMS rate-setting guidance. 
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II.         Rates and Payments (continued) 

 
B.  The State Medicaid Agency assures that the rates were set in a reasonable and 

predictable manner. 

C.  The State will submit all capitated rates to CMS for prior approval, and will 
include the name, organizational affiliate of any actuary used, and 
attestation/description of the capitation rates. 

 
III. Enrollment and Disenrollment 

The State assures that there is a process in place to provide for dissemination of 
enrollment and disenrollment data between the State and the State Administering 
Agency. The State assures that it has developed and will implement procedures for 
the enrollment and disenrollment of participants in the State’s management 
information system, including procedures for any adjustment to account for the 
difference between the estimated number of participants on which the prospective 
monthly payment was based and the actual number of participants in that month. 

 



   
 

   
      

 

  
    

   
    

  
 

 

  
 

 

   
 

 
  

 
  

 

  

PACE Medicaid Capitation Rate Setting Guide 
Effective January 1, 2025 

The Centers for Medicare and Medicaid Services (CMS) is releasing an update to the December 2015 PACE 
Medicaid Capitation Rate Setting Guide.  This updated guide (effective January 1, 2025) is intended to serve as 
a resource for states related to their activities in development of PACE Medicaid Capitation rates under the 
Programs of All-inclusive Care for the Elderly (PACE). 

States should continue to submit their proposed rates and supporting documentation to the CMS PACE rates 
mailbox (PACERateActions@cms.hhs.gov) for review and approval. States should complete and include the 
PACE AWOP & Rate Package Submission Cover Sheet (provided in Appendix B of the guide) in their 
submissions. The CMS analyst reviewing the rates will continue to work with the state during the review 
process and request any additional information as needed. Once approved, CMS will notify the state in writing 
of approval of the rates. The state must then notify the PACE organization(s) in writing to confirm the rates and 
effective dates. 

In order for CMS to determine if the proposed PACE rates are consistent with the PACE Medicaid rate 
requirements of 42 CFR 460.182, it is important that the information outlined in this guide be supported in the 
rate documentation that is submitted to CMS. 

Please note that rates must be approved by CMS prior to approval of a PACE application for a new 
organization. 

The guide includes critical elements of rate setting that incorporate both the state development of the amount 
that would have otherwise been paid if individuals were not enrolled in PACE, and development of the PACE 
rates. This document may continue to be updated in the future to provide more detailed clarification in certain 
areas when necessary. 

mailto:PACERateActions@cms.hhs.gov
mailto:PACERateActions@cms.hhs.gov


  
 

 
 

 
  

 
  

 
 
 

      
 

 
   

 
    

 
  

   
 

 
 

   
 

   
 

  
 

 
 

  
 

  

     

   

     
  

   

   
 

   
 

  

   

 

 

 

 

 

 

PACE Medicaid Capitation Rate Setting Guide 
Effective January 1, 2025 

Background 

The Program of All-inclusive Care for the Elderly (PACE) is a fully integrated Medicare program and Medicaid 
state plan option that provides community-based care and services to people aged 55 or older who meet a state’s 
nursing home level of care criteria. Federal regulations at 42 CFR 460.182 require that states make a 
prospective monthly capitation payment to a PACE organization for a Medicaid participant enrolled in PACE 
which: 

• Is less than the amount that would have otherwise been paid (AWOP) under the state plan if not enrolled in 
PACE; 

• Takes into account comparative frailty of participants; 

• Is a fixed amount regardless of changes in a participant’s health status. 

To assist states in preparing PACE rates, CMS has developed a set of critical elements that should be 
considered as part of the rate development process and an associated set of questions that should be addressed in 
writing and submitted by states as part of their PACE rate setting packages. 

The PACE rate setting package must include: 

• PACE AWOP & Rate Package Submission Cover Sheet (see Appendix B) 

• AWOP and PACE rates by rate cell for the rating period 

• Supporting documentation  

States must submit PACE rate documentation to CMS for review that addresses these critical elements. 
Documentation is reviewed against regulatory requirements and this guidance. Additional information is 
requested as needed. 

The critical elements of rate-setting include the following: 

1. Development of the amount that would have otherwise been paid (AWOP) and the required documentation: 

a. Identify the AWOP separately by rate cell 

i. The AWOP is calculated on a per member per month basis and includes all Medicaid 
covered services for the eligible population 

ii. Demonstrate basis for rate cells applied 

1. Separate rate cells may be used to more accurately project amounts that would have 
otherwise been paid. 

2. Rate cells can vary by age, gender, geographic region, eligibility category, Medicare 
status 

3. Rate cells should not cross-subsidize payments in another cell. 

b. Identify the future effective date for the projected AWOP 



   

      
    

      
  

    

   
  

      
 

   
  

    
 

    

  

 
 

    
  

   
 

   
  

   
     

  
 

   
   

  

  

  

  

   

   

   

  

i. The AWOP should be established prospectively 

ii. The AWOP should be calculated for a period no longer than 12 months. Mid-year changes to 
the AWOP are not allowed without CMS’s prior approval. 

1. CMS recognizes there may be unanticipated changes in costs and conditions during 
the year, but it is the expectation that those changes would be addressed by the state 
during the next rate period. In limited circumstances, CMS may consider a mid-year 
update to the AWOP in circumstances such as mandated across the board state 
legislative rate changes to be effective on a specific date that is within the rate period 
already approved. States are required to submit documented justification for a mid-
year change to the AWOP in writing to CMS for approval prior to submitting a 
revised rate package to CMS for review. 

iii. For rates that are effective longer than 12 months, separate AWOPs must be calculated, so 
that each AWOP is no longer than 12 months. 

1. States must submit separate AWOPs for each year of the proposed rating period at the 
time of the submission. 

c. Describe how the state determined the AWOP under the state plan 

i. Base period data used, 

1. Demonstrate that cost and utilization data used is reflective of the population 
consistent with frailty and age of PACE participants 

2. Acceptable data may include fee for service (FFS) experience, managed care plan 
encounter data, managed care plan financial data and reports 

3. Document how the base data was reviewed and validated, along with any concerns 
related to the quality of the data and steps being taken to enhance data quality 

4. Clearly identify the time period of the base data used - most recent available year of 
data should be used, but should not be more than 3 years older than the rating period. 

ii. Provide a narrative description of the data, assumptions and methodologies used to develop 
every adjustment, factor and cost applied to the base data used for the AWOP. Explanations 
should be provided for all adjustments, factors and costs listed below, including those that are 
not applicable: 

1. Completion factors applied (such as any adjustments to account for claims that have 
been incurred but have not yet been paid). 

2. Adjustments applied, including: 

a. Payments/Recoupments not processed through the MMIS 

b. Retrospective eligibility costs 

c. FQHC/RHC cost settlements 

d. Disproportionate Share Hospital Payments 

e. Graduate Medical Education 

f. Pharmacy rebates 

g. Third Party Liability Payments 



  

  

   

   

   
 

    
 

    
  

     
    

  

    

    
  

   
  

     
   

  
    

   
 

  

    
     

  

    

   

     

  

  

    

      

    
 

     
 

h. Patient liability 

i. Copayments 

3. Adjustments for changes in benefits, fee schedules, or eligibility requirements. 

4. Trend factors applied, the projection period, and the basis for any trend factors used. 

5. Non-benefit costs included - should only represent state costs for administering the 
program. Should not include PACE administrative costs. 

6. Risk/Acuity adjustment to properly reflect the expected costs and frailty of the 
comparable PACE population. 

7. The proportion of the comparable population expected to reside in an institution or 
community if not enrolled in PACE. 

d. Additional documentation for states using Medicaid managed care data, including Medicaid 
managed long term services and supports program (MLTSS) data in the development of the AWOP. 
Refer to Appendix A for additional guidance. 

i. Percentage of the PACE eligible population enrolled in Medicaid managed care. 

ii. Documentation of any differences between the Medicaid managed care program and PACE 
and how these differences were considered in the rate setting for PACE. Differences should 
include any differences in eligibility, such as age or acuity/level of care, and services 
included/excluded in the managed care program. 

iii. Actuarial certification of Medicaid managed care rates for the same rating period. If 
applicable, describe any differences between the AWOP and Medicaid managed care 
program rate development assumptions and methodologies including base data, base data 
adjustments, trend, non-benefit costs (including taxes, fees and other assessments), 
incentive/withhold payments, and acuity/risk adjustment. 

2. Development of the PACE rates and required documentation: 

a. Confirm and demonstrate that the PACE rate methodology is consistent with the AWOP and not in 
conflict with the rate description in the state plan. Describe the method for setting rate, for example -
a percentage discount off of AWOP, actuarial approach, other. 

b. Identify proposed PACE rates by rate cell 

i. Rate is for a prospective payment paid on a per member per month capitated basis 

ii. Rate cells should be the same as those used for AWOP as identified in section 1. a. ii. 

c. Identify proposed effective dates of PACE rates, including start and end dates 

i. Rates should be established prospectively. 

ii. Effective dates of rates should be no less than one year but no more than 2 years. 

iii. Time period for the rates should be consistent with that for the AWOP. 

iv. Rates should not be adjusted prospectively or retroactively during the year. Mid-year changes 
to the PACE rate are not allowed without CMS’s prior approval. 

1. CMS recognizes there may be unanticipated changes in costs and conditions during 
the year, but it is the expectation that those changes would be addressed by the state 



 
   

  
   

     

  
 

 

 
 

    

  

     

     

      
    

  
 

 
 

    
     

  

       
 

   
 

 
 

during the next rate period. In limited circumstances, CMS will consider a mid-year 
update to the PACE rates in circumstances such as mandated across the board state 
legislative rate changes. States are required to submit documented justification for a 
mid-year change to the PACE rates in writing to CMS for approval prior to 
submitting a revised rate package to CMS for review. 

d. PACE organizations must be at full financial risk. Risk sharing and other risk mitigation 
mechanisms are not permitted for PACE. 

e. Include additional documentation needed for CMS to make a determination of compliance with 
requirements. 

i. Comparison of the PACE rates to the AWOP by rate cell 

ii. Documentation of any incentive arrangements 

1. Describe how the arrangement is implemented. 

2. Quantify the incentive payments’ expected impact on PACE rates. 

3. Provide the expected amount of the incentive payment and demonstrate that the sum 
of the PACE rate and the incentive payment is below the AWOP for each rate cell. 

4. States are not required to submit additional documentation of the final incentive 
payments made to PACE plans, but the state must make sure: 

a. The actual payments made are equal to or below the expected amount of the 
incentive payment included in the approved rate package. 

b. The total PACE capitation rate plus actual incentive payments made are below 
the AWOP for each rate cell in the approved rate package. 

iii. Projected member months for each rate cell 

3. While federal regulations at 42 CFR 460.182 do not require an actuary to certify the amounts that would 
have otherwise been paid or the payment rates paid to PACE organizations, CMS encourages states to 
submit an actuarial certification with their rate package. If an actuary provides a certification, the rate 
review package should contain adequate actuarial documentation to support the data, assumptions and 
methodologies used. The actuary should provide sufficient documentation as described by the Actuarial 
Standards of Practice. 



Appendix A: Additional considerations for using Medicaid managed 
care data in the development of the AWOP 
 
Background 
 
As states create and expand Medicaid managed care programs, including Managed Long-Term 
Services and Supports (MLTSS), the options for participants also eligible for PACE has 
changed. Fee for service (FFS) is often no longer the only alternative to PACE for eligible 
participants. To determine the amount that would have otherwise been paid (AWOP), the use of 
Medicaid managed care data may be more appropriate in states where Medicaid managed care 
programs cover all or a portion of the benefits for the population also eligible to enroll in PACE. 
If a state with significant Medicaid managed care presence decides not to use available Medicaid 
managed care data to develop the AWOP, the state should provide adequate justification within 
the PACE documentation.  
 
Options for incorporating Medicaid managed care data 
 
This Appendix lays out three options on how to incorporate Medicaid managed care data into the 
development of the AWOP: 

• Base AWOP on Medicaid managed care rates (Option 1) 

• Base AWOP on Medicaid managed care encounter and/or financial data (Option 2) 

• Base AWOP on a blend of FFS data and Medicaid managed care rates/data (Option 3) 
 
CMS does not prescribe any one option for states considering using Medicaid managed care data 
in the development of the AWOP. Justification for the option selected and how the Medicaid 
managed care data is incorporated in the development of the AWOP should be documented. To 
the extent the AWOP documentation relies on the certified Medicaid managed care rates or 
Medicaid managed care data/adjustments, the state should include the referenced actuarial rate 
certifications and exhibits with the PACE rate setting package. 
 
General considerations for states to evaluate and select the most appropriate option include: 

• How prevalent Medicaid managed care is in the state, including whether the Medicaid 
managed care program is mandatory or voluntary; and  

• How closely the specific Medicaid managed care program design and state eligibility 
requirements align with the PACE program.  

 
Making appropriate adjustments 
 
When the Medicaid managed care program and the PACE program do not fully align in terms of 
the population composition, eligibility requirements and/or required services, states should 
consider the differences in eligibility and benefits between the Medicaid managed care program 
and PACE and make appropriate adjustments.  
 



Appropriate adjustments to the Medicaid managed care data/rates in developing the AWOP 
include, but are not limited to: 

• Adjust Medicaid managed care data/rates if the Medicaid managed care rate cell 
includes participants under age 55 

• Adjust Medicaid managed care data/rates based on PACE geographic regions 

• Include additional state plan services or populations not included in the Medicaid 
managed care contract but required in PACE 

• Adjust or combine Medicaid managed care rates in a different rating period to align 
with the PACE rating period 

• Exclude Medicaid managed care participants who do not meet the state’s PACE 
eligibility criteria for nursing home level of care  

• Adjust Medicaid managed care rate setting assumptions (between PACE and Medicaid 
managed care) to account for differences appropriate for the PACE eligible population 
including: 

a. Trend 

b. Program change adjustments 

c. Administrative costs 

d. Managed care efficiencies/savings 

e. Risk/acuity of a comparably frail population 

f. Case mix for Nursing Facility/HCBS 

• Explanations should be provided for all adjustments listed above, including those that are 
not applicable. 

 
Other Medicaid managed care considerations 

When there are mid-year rate changes in the Medicaid managed care program that is used to 
develop the AWOP, states should discuss the need for an alternative rating period length of less 
than one year, such as for interim rate adjustments, with the CMS Analyst in advance of 
developing the PACE rates or modifying the AWOP. PACE rates should not be adjusted during 
the year without advanced approval from CMS. However, PACE rates are required to be less 
than the AWOP for the same time period. If the interim rate adjustments impact the data, 
assumptions and methodologies used in determining the AWOP, CMS may require the AWOP 
and PACE rates to be recalculated.  

When the AWOP is based on Medicaid managed care rate ranges, the assumptions certified in 
the final Medicaid managed care rate should be selected. States should provide sufficient 
justification in the documentation when the rate assumption used to determine the AWOP 
deviates from the certified assumptions used to determine the Medicaid managed care rate. For 



example, if a state chooses the upper bound (instead of the certified best estimate) of the 
Medicaid managed care rate range to be the base for AWOP, states should sufficiently document 
why the upper bound selection is more appropriate. 
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